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ECONGMIC EFFHCTS OF US/GVH AIR STRIKES
AGAINST NORIH VILTHAM

US/GVN air strikes against the predominantly rural areas of
North Vietusm have had & predictebly small econcmic lmpact. The
econonie repercussions are beglonning to be greater, however, as the
attacks move northward. The recent strikes on the Hanol - Ieo Cal
rall line, for example, yieclded economle resulis more significent
and directly measurable than all previcus strikes on North Vietnam's
transport system. -

Direct econcmie damage is estimated at about $13 million -~
meagured in tems of the cost of reconstruction and repair of bridges,
} and of electrle power and other economic facilities. In addition,

P reasuroble indlrect econcmic losses esmount to about $6 million ~-

; wmainly reductions in foreign irade and agricultural output. North
Vietnan is transferring a conslderable portion of its small resources
of ekilled labor and construction meterials to reconstruct its dam-
aged econole facilities. This transfer constitutes an appreciable
drain on the amounts available for North Vietnmn'c planned investment
program and calls for elther a reordering of invesitment priorities or
! a rapid increase in ald from other Comaunizt countrles. On the other
) . hand, the bowb damage has not yet impsded the ability of the econcny
f

to esupport its present military requiremenmts. Rurthermore, nelther
the direct nor indirect effects of the bombing have as yet sccumunlated
sufficiently to endanger the food supply of the population.

North Vietnam is barely self-sufficlent in food, net factory
Industrinl output is less than 15 percent of GNP, end there are
ambitious plans for econcmic expansion.  Thus, there arc strains in
all elements of the economy and eny disruptions add ‘o the serious
problems faced by the regime. The dameged and destroyed bridges and
pover plants represent years of consbruetion work which was made
rossible only with forelgn assistance. Costs of recoustruction of
the bridges, power planis, and POL storage facilitiles will represent
about 6 percent of totel annual investment and ebout 12 percent of
annual investwont in industry.

If the North Vietnsmese should make the decigion to attempl com-
plete restoration of the damage they.will be assumling e task far beyond
thelr own limlted resources. An attempt at couplete regtoration would
preclude the continvance of considerable congtruction activity in the
econcmy. Moreover, the steel for bridge and petroleum tank reconstruc-
tlon, and most of the equipment for the restoration of power genevating
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- capacity must be obtained from i’oreign_souréeﬂ, mainly Communist Ching
i and the Soviet Uaion.

About 13.5 percent of the country's electric pover generating
capaclity hao now been rendered inoperable. The lose of electric power
has undoubtedly resulted in an indeteminate reduction of output in
some mining, ore processing, fertilirzer, food processing, and other
industrial plents. The recent successiul attack on the Nam Dinh power

-plant forced the IRV authoritics to attempt to spread the resulting
power shortage over a large area by directing power from the Hanoi
power system to Nam Dinh.

The recent disruption of traffic on the Hanoi - Lao Cal rail line
and the continued disruption of traffle on the Thanh Hoa - Vinh line,
plus the general barassment of other modes of transportation 1s affect-
ing the econouy in two main ways. First, since the lines carried a
number of bulky heavy items, especiaslly logs, lunber end apatite which
1t will be difficult and expensive to move by other means, there will
be & drop in export of these and other commodities and e consequent
; loss of foreign exchange. Second, the Interruption 4o the normal flow
] of hesvy matorlals within the country will delsy and curtall domestic

econonic construction and reduce the output of raw material producing
and processing industries. The combined econcmie effect to date is
_more in the nature of an economic get-beck then a slgnificant disrup-
tion of economic activity. ‘

Some 18 percent of the petrolewm storage capacity has been
dostreyed. However, the loss of POL storage capacity has not had any
mensurable effect o the economy since there was cxcess capacity end
the main elements of the POL storage and distribution system have not
yet been attacked.

The obssrwable sociel and psycholosleal reactions to the aily
strikes reflect no diminution of Noxth Vietnamese determination %o
press on with the waxr, Hanol hes continued to stand on 1ts demands
that the US nust accept the IRV four-polnt proposal of 8 April. In
regent weeks, however, these expressions of victory have been tempered
by the considerable emphasis Which regime propagands has placed on the
probable long end arducus daration of the conflict. Thip latier theme
in DRV propagenda suggests that the Vietummese Comaunlsis have been
sobered by the svident US determination to prosecute the war and by the
attrition of the steady alr attacks. There is, however, no fim evi-
dence that Hanol is as yet willing to meke any concessions in its
vesition regarding negotlations. Recent reports have revealed some
deterloration in the morale of the IRV
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conearn over the morale o people 18 influencing the
determination of the regime to persiet in ite attitude toward the war.
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